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Save your time for LAW work! 


When a lawyer sets out to qualify a 
client as a foreign corporation in any state 
or states with the laws of which he is not 
familiar, the task he faces in gathering data 
on different official requirements is often 
of forbidding proportions if pursued b 
direct communications to the various 0 
cials and departments that are, or seem to 
be, involved. 


The facilities of The Corporation Trust 
Company, C T Corporation System and 
associated companies, however, make the 
task simple. 


For through its offices and representa- 
tives covering every state and territory of 
the United States and every province of 
Canada, the C T system can assemble for 
the attorney at the turn of a hand all the 
official information he needs on the require- 
ments of any state. Every day in the year 
we are assisting some lawyer in the quali- 
fication of some client in some state. 


The next time you face the tedious job 
of getting information from half a dozen 
different sources, get in touch with the 
nearest C T office and get your information 
conveniently and speedily through one 
contact. 


Let us handle the detail clerical work— 
save your time for law work. 
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The Corporation Journal is published by The Corporation Trust 
Company monthly, except in July, August, and September. Its 
purpose is to provide, in systematic and convenient form, brief 
digests of significant current decisions of the courts, and the more 
important regulations, rulings or opinions of official bodies, which 
have a bearing on the organization, maintenance, conduct, r i 
or taxation of business corporations. It will be mailed regularly, 
postpaid and without charge, to lawyers, accountants, corporation 
officials, and others interested in corporation matters, upon written 
request to any of the company’s offices (see next page). 

When it is desired to preserve The Journal in a permanent file, 
a special and very convenient form of binder will be furnished at 


cost ($1.50). 
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The Corporate Form of Organization 


In the article on the “Longevity 
of Corporations” in The Corpora- 
tion Journal of May, 1937, the 
East India Company and Hud- 
son’s Bay Company were cited as 
examples of business organizations 
which have been found in exist- 
ence two centuries and a half after 
their incorporation. 


Organizations other than those 
of the business type also early 
realized the convenience and ad- 
vantages of the corporate form. 
At least one educational institu- 
tion in the United States possesses 
a record of corporate existence of 
greater length than that of Hud- 
son’s Bay Company. Harvard 
College, founded in 1636, was 
granted a charter by the General 
Court of the Colony of Massa- 
chusetts in 1650. This was two 
hundred and eighty-eight years 
ago—twenty years before Hudson’s 
Bay Company was incorporated 
by special Royal Charter. 


Another educational institution 
chartered in the seventeenth cen- 
tury and still existing is the Col- 
lege of William and Mary at 
Williamsburg, Virginia, which re- 
ceived a Royal Charter from King 
William and Queen Mary of Eng- 


land, February 8, 1693. It may | 
be noted, in passing, that this was 
the first college in the United 
States to establish a School of 
Law. 


The corporation form of organ- 
ization has also commended itself 
to other institutions—charitable, 
religious, scientific and cooperative 
—where the impulse to serve with- 
out thought of pecuniary profit is 
evident. 


Thus, while the mention of the 
word “corporation” ordinarily 
brings to mind the business or- 
ganizations through whose far- 
flung activities so much of the 
work of the world is carried on, 
the same medium is also employed 
in lines of endeavor where the 
desire to serve rather than the seek- 
ing of a profit is the end sought. 
Indeed, the earlier history of the 
growth of corporations bears wit- 
ness to the fact that organization 
of the non-profit type contributed 
their full share toward the de- 
velopment of the idea that a cor- 
poration is an entity apart from 
the individuals composing it,—a 
contribution equal to that made 
by groups formed to further busi- 
ness ventures. 
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Domestic Corporations 
Arizona. 

In libel action against a corporation and its agents who published 
the libel, a verdict in favor of the agents is regarded by the court 
as releasing the corporation from liability. A former employee of 
a corporation sued it and three of its managing officers for libel 
and recovered against the company in the lower court. The com- 
pany appealed. The Supreme Court of Arizona remarked: “So far " 
as we know, there is no case flatly in point on the facts where a 
corporation was sued for libel jointly with the agents who actually 
committed the libel, and the agents were released but the corpora- 
tion held responsible for the libel.” The jury having rendered a 
verdict in favor of the individual defendants who actually published 
the libel, the court regarded this as finding them innocent of actual 
malice, and it was held that the verdict against the company alone 
could not be sustained, as “it would be a denial of all justice to say 
that the one who actually did the wrong may go free, while the one 
who can only be liable because of the former’s wrongdoing is mulcted 
in damages.” Rosenzweig & Sons, Jewelers, Inc. v. Jones, 72 P. (2d) 
417. Cunningham & Carson of Phoenix, for appellant. Mark B. 
Wilmer and James A. Walsh of Mesa, for appellee. 


ndiana. 


Where stockholders disagree over management of corporation, a 
receiver may be appointed for a limited time and for limited purposes. | 
Two individuals formed a corporation to operate a drug store, one 
to contribute an interest he held in such a store and the other to 
contribute cash. The latter failed to contribute the agreed amount 
and, after excluding the other from participating in the operation 
of the drug store, was charged by the latter with mismanagement 
so that the business was in danger of insolvency. The lower court, 
upon these facts, had ordered the appointment of a receiver to take 
charge of and conserve the assets of the corporation. The Supreme 
Court of Indiana, in upholding that court, said: “The evidence 
would not have supported an order of the court empowering the 
receiver to liquidate the assets of the corporation; nor was the evi- 
dence sufficient to justify an order which would have empowered 
the receiver to manage the business of amite Drugs, Inc., in- 
definitely. The order appointing the receiver should have limited 
by express terms the duration of the receivership to such time as 
would be necessary to adjust the differences of Kerch and Taylor 
and to restore the management of the business to properly elected 
officers.” Dynamite Drugs, Inc. v. Kerch, 10 N. E. (2d) 624. Com- 
merce Clearing House Court Decisions Reporting Service Requisi- 
tion No. 184927. Bates & Bates and Louis Rosenberg of Indianapolis, 
for appellant. Samuel J. Mantel of Indianapolis, and Geo. P. Dovle 
of Brazil, for appellee. 
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Michigan. 

Subscriber to stock, for which payment was to be made partly 
in merchandise, held liable to assessment to extent of m dise 
payment. Defendant company had subscribed for 100 shares of 
stock of a corporation of which plaintiff was trustee in bankruptcy, 
agreeing to pay cash on or before a certain date. Below defendant’s 
signature on the subscription agreement was a notation: “Witness: 
$500 cash—$500 Mdse.,” indicating a $500 payment and, as stated 
by defendant, that the balance was “to be paid for in merchandise 
to be furnished by the subscriber.” Defendant having failed to 
appear in the bankruptcy court after the entry of an order directing 
it and others to show cause why an assessment should not be levied 
against them, an assessment of $500 had been levied against de- 
fendant. The Supreme Court of Michigan directed the entry of 
judgment for plaintiff should be made, observing: “The stock sub- 

scription was upon condition subsequent or special terms and 
| defendant’s remedy, if it had one, was for breach of the collateral 
i agreement to accept the merchandise.” Timmer v. Clover Foundry 
i Co., 275 N. W. 185. Lou L. Landman of Muskegon, for appellant. 
| Harry W. Jackson of Muskegon, for appellee. 

! Service of notice in ejectment action upon one who was neither 
an officer or director of corporation to be served, set aside. In an 
ejectment action, service of a notice of reconveyance was made upon 
a corporation, a former owner of the property, by delivery to a per- 
son who had been superseded sixteen days previously as secretary 
and treasurer, and who was no longer an officer or director of the 
company. In holding the service not properly made, the Supreme 
Court of Michigan said: “The stockholders or others beneficially 
interested in the corporation ought not to be bound or estopped 
by the conduct of one who is neither an officer nor a director.” Bruun 
v. Hansen et al., 275 N. W. 173. F. Norman Higgs (Clark & Henry, 
of counsel) of Bay City, for appellant. William T. Yeo of West 
Branch, for appellees. 


New York. 


Stockholder having a qualified interest may not compel corpora- 
tion to issue certificate to him individually without showing thereon 
his limited interest. In Lynn et al. v. General Motors Corporation,* 
298 N. Y. S. 976, the New York Supreme Court, Appellate Division, 
Fourth Department, ruled as follows: “A, stock company or its 
transfer agent on receiving notice that a person seeking a transfer 
of stock on the books of the company and the issuance of a new 
certificate has only a qualified or life interest with power of sale, 
cannot be compelled to issue new stock in the name of the trans- 
feree individually without limitation but may show upon the face 
of the new certificate of stock the limitation of the transferee’s 
interest.” Lynn Bros. (Maurice G. Lynn, of counsel) of Rochester, 
for respondent-appellants. John Thomas Smith (George A. Brooks, 
of counsel) of New York City, for appellant-respondent. 
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Washington. 

Supreme Court of State refuses to apply Federal rules, relative 
to recovery of preferential payments, in receiver’s action under 
state law. Plaintiff, receiver of a corporation, sought to recover a 
payment made by the corporation to the defendant within four 
months prior to the date of plaintiff’s appointment, on the ground 
that the payment constituted an unlawful preference given in fraud 
of the creditors of the company. The Supreme Court of Washington 
allowed a recovery, over-ruling defendant’s contention that under 
the statute, (Rem. Rev. Stat., Sec. 5831-2(a)), a payment made 
within four months from the time of filing application for the ap- 
pointment of a receiver does not constitute a preference, “unless 
the person receiving it has reasonable cause to believe that the pay- 
ment would effect a preference.” The court pointed out that the 
section contained no such condition. While noting that such a 
limitation was applied under the decisions of the Federal courts 
under a Federal statute similar to the Washington law before the 
court, it declined to read that limitation into the Washington law. 
Post v. Fischer, 71 P. (2d) 659; Commerce Clearing House Court 
Decisions Reporting Service Requisition No. 183535. Reuben C. 
Carlson and Hayden, Metzger & Blair of Tacoma, for appellant. 
Bogle, Bogle & Gates, Ray Dumett, and Arthur C. Spencer, Jr., of 
Seattle, amici curiae. Williamson, Freeman & Broenkow of Tacoma, 
for respondent. 


est Virginia. 

Designation of state auditor for acceptance of service of process 
is a state-wide designation. Defendant was a West Virginia cor- 
poration which, upon being sued in the United States District Court 
for the Northern District of West Virginia, appeared specially for 
the sole purpose of moving to quash the subpoena and the acceptance 
of service upon it by the auditor of West Virginia, on the ground 
that it had appointed an agent for the acceptance of process in 1905 
who resided in the Southern District of West Virginia. The motion 
was overruled, inasmuch as the statutes of West Virginia, prior to 
the defendant’s appointment of its agent, had provided that the 
auditor of West Virginia should be the agent of West Virginia 
corporations without the formality of his designation by them, and 
that if corporations elected to appoint any person for the same pur- 
pose, such appointment would not impair the authority of the state 
auditor. The court observed that the appointment by statute of the 
state auditor was a state-wide appointment and that his authority 
was not merely limited to the district where his official residence 
happens to be located. Said the court: “The defendant’s jurisdic- 
tional point is highly technical and evidently was interposed for 
the purpose of delay. The gist of the jurisdictional objection is 
that the defendant ought to be sued in the Southern District of 
West Virginia rather than the Northern. Yet, the defendant has no 
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office, place of business, property, or business situs in the Southern 
District, any more than it has in the Northern District. There is 
absolutely no reason shown why there should or will be any hard- 
ship upon the defendant in litigating the present controversy in 
the Northern District of West Virginia. It stands here in the posi- 
tion of claiming the right to elect which district this litigation shall 
be conducted in, although it admittedly has no property, business, 
office, or activities in either district. As was said by Judge Northcott 
in the Concrete Steel Bridge case: “The trend of modern decisions 
is to disregard technical objections to matters that do not work 
hardships upon or do injustice to litigants.’ It therefore follows 
that the defendant’s motion, challenging the jurisdiction of this 
court, is overruled and denied.” Kay & Ess Co. v. Chadeloid Chemical 
Co., 20 F. Supp. 653. Steptoe & Johnson of Clarksburg, W. Va., 
Toulmin & Toulmin of Dayton, Ohio, and D. H. Hill Arnold of 
Elkins, W. Va., for plaintiff. Price, Smith & Spilman, Howard R. 
Klostermeyer and F. L. Thomas of Charleston, W. Va., for defendant. 


Foreign Corporations 


Delaware-Illinois. 


A Delaware corporation held not to have failed to achieve exist- 
ence merely because it is organized solely to operate in another state. 
Defendant Delaware corporation’s charter indicated that it was 
formed “for no other purpose” than to “acquire, own, erect, lease 
and operate” a building in Illinois, where it was later authorized to 
do business and erected and operated such a building. Plaintiffs, 
who are heirs at law of the person who transferred to defendant 
corporation the property upon which the building was erected, seek 
to have the conveyance set aside upon the theory that it was of no 
effect. They contended that the corporation, having received au- 
thority from the State of Delaware to operate only in another 
state, never acquired corporate existence as it had no authority 
to exercise any of its corporate powers in the State of Delaware. 
The Supreme Court of Illinois rejects this view, and, referring to 
the company, says: “The object for which it was incorporated in 
Delaware was a lawful object for which it might have been incor- 
porated in this state, and its admission to do business in this state 
was strictly in accordance with the statutes prescribed for such a 
case. It would be exceedingly difficult to estimate the confusion 
that would result in the business world from any other holding, 
and we believe that no other result can be reached without falling 
into an ingenious error.” Spivey et al. v. Spivey Bldg. Corporation 
et al., 10 N. E. (2d) 385. Cobbs & Logan, of St. Louis, Mo., and 

| Pope & Driemeyer, of East St. Louis, for appellants. Kramer, Camp- 

' bell, Costello & Wiechert, of East St. Louis, and Bryan, Williams, 
Cave & McPheeters, of St. Louis, Mo., George Gillette, C. A. 
Scranton, and Matthias Concannon, of Chicago, for appellees. Dryer, 

Brown & Poos, of Hillsboro, for cross-appellant Illinois Power & 
Light Corporation. 
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Ohio. 


Ai dissolved foreign corporation allowed to maintain an action 
in Ohio to settle its affairs. The lower court had dismissed plaintiff 
foreign corporation’s suit on the _— that the evidence disclosed 
it had been voluntarily dissolved as shown by the records of the 
secretary of state of its home state. The Court of Appeals of Ohio, 
Erie County, however, reversed this judgment, and in its syllabus 
said: “Where, after the legal existence of plaintiff, a foreign cor- 
poration, has been specifically denied in the answer, no proof or 
pleading is offered as to the right of a dissolved corporation to 
maintain an action under the law of the foreign state, the presum 
tion obtains that such foreign law is the same as that in force in 
this state.” The law of Ohio, Section 8623-80, General Code, denying 
a dissolved corporation the right to carry on business, but permitting 
such a company to sue and be sued in its corporate name in order 
to settle its affairs, the plaintiff was permitted to maintain an action 
in its corporate name. Baid’s, Inc. v. Frankel, 10 N. E. (2d) 787. 
H. L. Peeke of Sandusky, for appellant. King, Flynn & Frohman 
and John Py, of Sandusky, for appellee. 





Taxation 
District of Columbia. 


Arranging for the placement of advertising by mail held not to 
be doing business in interstate commerce. The District Court of 
the United States for the District of Columbia has ruled that an 
advertising agency was not entitled to an injunction restraining 
the collection of the District of Columbia Business Privilege Tax 
from it on the ground that it was engaged in interstate commerce, 
where it contracted for advertising space in media located outside 
the District of Columbia and forwarded through the United States 
mail the copy and layouts to be published. Berry v. Hazen et al.,*- 
District Court of the United States for the District of Columbia, 
November 22, 1937. Commerce Clearing House Court Decisions 
Reporting Service Requisition No. 186177. 





* The full text of this opinion is prtated in The Corporation Tax Service, 
District of Columbia volume, page 7525. 


Federal. 


Distribution and exercise of stock rights held not to have resulted 
in a taxable dividend. “The question for decision is whether a 
purported sale by a corporation to its stockholders, of shares of 
stock issued by and acquired from another corporation, the sale being 
effected by means of an issue to the stockholders of rights to pur- 
chase the stock at a named price, is to be treated as a distribution 
of corporate earnings taxable as a dividend to the stockholders 
when received, within the reach of §§ 22 and 115 of the Revenue 
Act of 1928, c. 852, 45 Stat. 791.” The Supreme Court of the United 
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States, in considering this question in Palmer v. Helvering, Com- 
missioner of Internal Revenue,* Nos. 19 and 59, October Term, 1937, 
decided November 8, 1937, 58 S. Ct. 67, ruled that, under the facts 
before it, the distribution of corporate assets, effected by the sale 
was not intended to be a means of distributing earnings. It reversed 
the lower court’s holding that the distributions were taxable divi- 
dends, (88 F. (2d) 559) and remarked: “When the corporation has 
committed itself to a sale of its assets to stockholders at present 
market value, the effect on its balance sheet is the same as in the 
case of other vendors who in various ways assume the risk of rising 
prices pending the consummation of the sale. In every case pur- 
chasers may, as a result of market change, acquire property at less 
than its value at the date of acquisition. But in the case of the 
corporation it does not follow that there has been a distribution of 
its profits. It can hardly be said that profits accrue to a corporation 
from a fortuitous gain in market value, the benefits of which it has 
relinquished before the gain occurs. Distribution of profits is neither 
the purpose nor effect of the action taken by the corporation, and 
there is no adequate basis for saying that the transaction to which 
the directors committed their corporation was the distribution of 
earnings, and hence a dividend rather than a fairly conducted sale 
of corporate property with all the incidents which usually attend a 
sale when the price is fixed in advance of performance.” Robert 
G. Dodge and Harold S. Davis of Boston, Mass., for Palmer. Homer 
S. Cummings, Atty. General and James W. Morris, Asst. Atty. 
General, for the Commissioner. 





* Full text printed in the Standard Federal Tax Service—1937—{ 9532. 
Louisiana. 


Continuing existence of a domestic corporation is not dependent 
upon payment of its franchise tax. Plaintiff domestic corporation 
had not alleged in its pleadings that it had paid its annual franchise 
tax to the State of Louisiana under Act 10, First Extra Session of 

1935, and defendant contended this omission was a bar to the suit, 

on the ground that “the payment of a franchise tax is a condition 
precedent from year to year to the existence or continued existence 
of the corporation.” In dismissing this defense, the Louisiana 
Supreme Court said: “Not the slightest basis for this argument is 
found in the act. It levies an annual franchise tax on all corpora- 
tions for the privilege of doing business in this State and sets out 
the method of determining the amount of the tax and the machinery 
for collecting it. But nowhere in the act is it stated or intimated 
that the payment of the tax is a condition precedent to the corpo- 
ration’s engaging or continuing to engage in business.” Shreveport 
Long Leaf Lumber Company v. Jones,* Louisiana Supreme Court, 
November 2, 1937. Commerce Clearing House Court Decisions 
Reporting Service Requisition No. 185008. 


* Full text printed in Louisiana Corporation Tax Service, page 1542. 
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iw 312! 


URING these past few years 

the increase in the number 
of taxes and reports required of 
corporations has kept many a 
lawyer and tax man hustling to 
keep up with them. Only the 
other day we were told of a com- 
pany which, five or six years ago, 
had a mere 90 reports a year to 
file in the various states in which 
it was qualified to do business; 
so far this year, in those same 
states, it has filed 312! 

So C T representation, with its 
simplifying of the details of mak- 
ing a corporation’s reports and 
paying its taxes, is becoming 
almost an economic necessity to 
corporation attorneys. 

When a lawyer places a client’s 
corporate representation in any 
state in the hands of The Cor- 
poration Trust Company, C T 
Corporation System or associated 
company, his name takes its 
place on the rolls of a great 
nationwide reporting machine; 


thereafter a Bulletin of official 
information on every tax to be 
paid and report to be filed by 
the company in every state in 
which represented comes to his 
desk at the moment it is time for 
him to begin work on that tax 
or that report. 

And of course the fact that 
each item of each Notification 
Bulletin cites the section where 
he will find, in his volume of the 
Corporation Tax Service, State 
and Local, for that state—fur- 
nished as a regular part of C T 
representation service—the com- 
plete, detailed information he 
needs for completing the report 
or computing the tax, makes his 
work on that tax or report sim- 
ple and easy. 

Tax returns and reports seem 
almost to file themselves when 
corporate representation is en- 
trusted to The Corporation Trust 
Company, C T Corporation Sys- 
tem or associated company. 
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Minnesota. 

Prior Minnesota Chain Store Tax Act held invalid in part by 
United States District Court. The Minnesota Chain Store Tax Act, 
Chapter 213, Laws of 1933, (since superseded by Chapter 93, Laws 
of 1937), provided for a specific tax graduated according to the 
number of stores within the state in excess of one, and also for a 
gross sales tax graduated from 1/20 of 1% on gross sales up to 
$100,000 to 1% on gross sales in excess of $1,000,000, the scale on 
gross sales from $100,000 to 1,000,000 being increased 1/20 of 1% on 
each successive $100,000 of gross sales. Plaintiff brought this action 
for the recovery of taxes paid under the 1933 act. The United States 
District Court, Second Judicial District, Minnesota, found no grounds 
for viewing as invalid the specific tax feature of the act which levied 
a tax according to the number of stores in excess of one. With 
reference to the gross sales tax feature of the act, however, the 
court said: “The gross sales tax imposed by the act, under the 
holding of the Supreme Court of the United States in the case of 
Valentine, Chairman of the Iowa State Board of Assessment and 
Review et al. v. Great Atlantic and Pacific Tea Company, 299 U. S. 32 
is invalid under the equal protection clause of the Fourteenth 
Amendment of the Constitution of the United States because the 
classification set by the act for the purpose of levying the progres- 
Sive gross sales tax is arbitrary and discriminatory.” Hahn Depart- 
ment Stores, Inc. v. State of Minnesota,* United States District Court, 
Second Judicial District, Minnesota; received October 20, 1937. 
Commerce Clearing House Court Decisions Reporting Service 


Requisition No. 184164. (Note: We are informed that an appeal 
is contemplated in this case.) 








* The full text of this opinion is printed in The Corporation Tax Service. 
Minnesota volume, page 7415. 


New Jersey. 


Domestic corporation’s “chief” office for purpose of tax upon its 
intangibles held to be in taxing district where most of its business 
was done. The New Jersey Supreme Court opened its opinion in 
Herdman Motor Company v. State Board of Tax Appeals and City 
of Newark, No. 272, October Term, 1937, by ene this 
question, upon which it later indicated there had been no decisions 
in New Jersey directly in point: “Where, within the state, is the 
location of the ‘chief’ office of a corporation for the purpose of levy- 
ing a personal property tax upon its intangibles pursuant to our 
general tax act (P. L. 1918, ch. 236, p. 847, et seq.), when the 
registered or principal office only of that corporation is in one taxing 
district and most of the business of that corporation is done in 
another taxing district?” The facts disclosed that the company’s 
registered office was in East Orange, New Jersey, where, however, 
no business was conducted and where the intangible property of 
the corporation was not taxed. Two places for the sale of auto- 
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mobiles were operated in New Jersey, one being in Newark, where 
the corporate books were kept and most of the business done, and 
the other in Belleville. The company resisted taxation of its in- 
tangibles in Newark. The court, after noting that, under the statute, 
corporations of the state were to be regarded as “residents and 
inhabitants of the taxing district where their chief office is located,” 
concluded that “the location of the ‘chief’ office of a corporation 
for the purpose of a personal property tax upon its intangibles is 
largely a question of fact.” It was held that the corporation’s chief 
office was in the taxing district of Newark, where most of its busi- 
ness was done and that its intangibles were properly taxed there. 
Commerce Clearing House Court Decisions Reporting Service Re- 

uisition No. 185371; 194 A. 870. Edward E. Barker (Andrew B. 

rummy, of counsel), for prosecutor. James F. X. O’Brien (Vincent 
J. Casale, of counsel) for respondents.* 


* The full text of this opinion is printed in The Corporation Tax Service, 
New Jersey volume, page 2613 


New York. 


Priority of claim of United States for unpaid taxes upheld as 
against similar claim of New York State, where corporation had 
made a general assignment for the benefit of creditors. A corpora- 
tion having made a general assignment for the benefit of creditors, 
the State of New York filed proof of claim for franchise taxes and 
the United States also filed a claim for income taxes. The question 
raised concerned which claim was entitled to priority. The Court of 
Appeals of New York, after referring to section 3466 of the Revised 
Statutes of the United States, United States Code, title 31, section 
191, ruled: “We have said recently, in construing that statute, that 
‘all claims of the United States in a voluntary assignment have 
preference over all other claims’ (Matter of Kupshire Coats, Inc., 
272 N. Y., 221, 226). The State of New York has, as sovereign, a 
common-law right of priority in payment of its claims out of the 
estate of an insolvent debtor, but that common-law right of priority 
has been made subordinate to the statutory priority of the United 
States. No exception has been made by Congress in favor of claims 
of the state or of wage earners or other persons. Upon the volun- 
tary assignment of an insolvent debtor, the mandate of the statute 
that out of the estate of the insolvent ‘the debts due to the United 
States shall be first satisfied’ is absolute (County of Spokane v. 
United States, 279 U. S., 80).” The lien of the State of New York, 
being a lien which is not specific, but which merely gives to the 
creditor a right to payment out of the property after the property or 
a part thereof is appropriated and set apart for that purpose, the 
priority of the United States was held not to be affected by such a 
lien. Jn the Matter of the general assignment for benefit of creditors, 
Lincoln Chair & Novelty Co., Inc., to Samuel Greenberg, assignee- 
respondent v. United States of America, claimant-appellant; The People 
of The State of New York, respondent, New York Court of Appeals, 
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May 25, 1937. Commerce Clearing House Court Decisions Report- 
ing Service Requisition No. 178696. James W. Morris and Clarence 
E. Dawson, for appellant. John J. Bennett, Jr., Attorney General, 
(Robert P. Beyer, of counsel), for respondent.* 


* The full text of this opinion is printed in The Corporation Tax Service, 
New York, page 1115. 


Texas. 


Texas Supreme Court holds chain store tax law valid. On Decem- 
ber 1, 1937, the Texas Supreme Court, in answering certified ques- 
tions submitted to it by the Texas Court of Civil Appeals, Fifth 
District, reached the conclusions that the chain store tax imposed by 
Chapter 400, Laws of 1935, First Called Session, was enacted as an 
occupation tax to raise revenues, rather than being enacted as a 
regulatory measure under the police power, and that the act did not 
offend either the Texas or Federal Constitutions. Hurt et al. v. 
Cooper et al.,* Texas Supreme Court, December 1, 1937. Commerce 
Clearing House Court Decisions Reporting Service Requisition No. 
186612. (Note: We are informed that an appeal to the Supreme Court 
of the United States is contemplated in this case.) 





* The full text of this opinion is printed in The Corporation Tax Service, 
Texas volume, page 5416. 


Virginia. 

Foreign corporation entrance fee based upon authorized capital 
stock held valid by the Supreme Court of the United States. The 
Virginia entrance fee exacted of foreign corporations was held con- 
stitutional by the Supreme Court of Appeals of Virginia in The 
Atlantic Refining Co. v. Commonwealth of Virginia, 165 Va. 492, 183 
S. E. 243 (The Corporation Journal, March, 1936, page 136), and an 
appeal taken to the Supreme Court of the United States. That 
court, in affirming the State court’s decision, dwelt upon the State’s 
right, as a matter of policy, to determine whether the privilege of 
entering the State to engage in intrastate business should be granted 
to foreign corporations, observing that the entrance fee was not a 
tax, but compensation for a privilege applied for and granted. The 
basing of the fee upon the authorized capital stock as it stood at 
the time of the application was regarded as not unreasonable, nor 
could it be considered, in the view of the court, that an entrance fee 
so based was a charge laid upon interstate commerce or measured 
by such commerce, the fee for which the authorized capital stock 
is the measure being imposed merely for the privilege of doing a local 
business. Answering contentions that the basing of the fee upon 
the authorized capital stock deprived the corporation of property 
without due process and that the charge was an arbitrary taking 
of property, the court pointed out that the entrance fee is not meas- 
ured by property, either within or without the jurisdiction and that 
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it is not a tax upon property, being a payment for an opportunity 
granted. It was found not arbitrary. “The State,” remarked the 
court, “grants a large privilege. It may demand a corresponding 
price.” Discrimination was not found to exist, as all foreign cor- 
porations with the same authorized capital stock as appellant were 
required to pay the same fee. Stress was also laid upon the fact that 
the amount imposed was a fee required as a condition for admittance 
to do intrastate business, rather than being an annual tax imposed 
after the admittance of the corporation into the state. The Atlantic 
Refining Co. v. Commonwealth of Virginia,* Supreme Court of the 
United States, November 8, 1937. Commerce Clearing House Court 
Decisions Reporting Service Requisition No. 185502; 58 S. Ct. 75. 
T. Justin Moore and Lewis F. Powell, Jr., of Richmond, Va., for 
appellant. Abram P. Staples, of Roanoke, Va., and W. W. Martin, 
of Richmond, Va., for the Commonwealth of Virginia. 


* The full text of this opinion is printed in The Corporation Tax Service, 
Virginia volume, page 160. 


Appealed to The Supreme Court 


The following cases previously digested in The Corporation Journal have 
been appealed to The Supreme Court of the United States.* 

Feperat. Docket Nos. 19 and 59. Palmer v. Commissioner of In- 
ternal Revenue and Helvering, Commissioner of Internal Revenue v. 
Palmer, 88 F. (2d) 559. Federal income tax—exercise of stock pur- 
chase rights—whether sales or dividends. Filed March 31 and May 12, 
1937, respectively. Reversed, November 8, 1937. (See page 82.) 

Vircinta. Docket No. 1. The Atlantic Refining Company v. Com- 
monwealth of Virginia, 183 S. E. 243. (The Corporation Journal, March, 
1936, page 136.) Validity of foreign corporation entrance fee. Appeal 
filed April 24, 1936. Jurisdiction postponed to hearing of case on its 
merits, May 18, 1936. Argument concluded October 22, 1936. Re- 
stored to the docket for reargument and continued, to the October 
Term, 1937, June 1, 1937. Reargued, October 11, 1937. Affirmed 
November 8, 1937. (See page 88.) 





* Data compiled from CCH U. S. Supreme Court Service, 1937-1938. 
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Regulations and Rulings 


ALaBaMA—A foreign corporation must qualify to do business in 
Alabama before qualifying as executor of the estate of a deceased per- 
son who had property in that state, in the opinion of the Attorney 
General. (Alabama Corporation Tax (CT) Service, ¥ .408.) 

CaLirornia—“Savings bank deposits, including postal savings ac- 
counts, are not to be classed as solvent credits, and, therefore, are not 
subject to local taxation.” (Opinion of Attorney General to the Dis- 
trict Attorney, Sacramento County, California CT, J 2482.) 

Cotorapo—Rules and Regulations have been issued by the State 
Treasurer relative to the new Colorado Income Tax. The State 
Treasurer has also issued regulations with respect to the Sales Tax, 
the Use Tax and the Service Tax. (Colorado CT, pages 1301 to 1379, 
5605 to 6124.) 

Connecticut—The State Tax Commissioner has ruled that dor- 
mant corporations are subject to the filing of income (franchise) tax 
returns and to the payment of the minimum tax of $10. (Connecticut 
CT, § 1044.1.) 

FiLoripa—That imports are not taxable while in a warehouse in 
the original unbroken packages awaiting sale or delivery, is the opin- 
ion of the Attorney General, rendered to the State Comptroller. 
(Florida CT, § 29-020.) 

Itttno1is—The Illinois capital stock tax should be accrued by tax- 
payers as of April 1 of each year for Federal income tax purposes 
according to a recent Federal ruling (G. C. M. 18891, XVI-41-8967 
(p. 3). (Illinois CT, J 2869.) 

InDIANA—A series of forty questions and answers on the Gross 
Income Tax Law was recently issued by the Gross Income Tax Divi- 
sion. (Indiana CT, pages 247-248.) 

Kansas—The State Tax Commission has issued a regulation that, 
under the Sales Tax, sales of tangible personal property or taxable 
services to a number of named corporations organized under Federal 
Statutes are sales for final use or consumption to which the Sales Tax 
applies. (Kansas CT, 64-191.) 

Marytanp—The State Comptroller has indicated by letter that 
withholding of the income tax at the source, as required by Sec. 228 
of the Income Tax Act and Regulation 1, does not apply to the pay- 
ments of dividends or interest, or to payments made to corporations 
or partnerships. (Maryland CT, { 1917.) 

Upon the consolidation of a Maryland corporation and a foreign 
corporation to form a new Maryland corporation, the bonus tax must 
be calculated upon the difference between the total authorized capital 
stock of the existing corporations and the stock of the new corpora- 
tion; i. e., the capital stock of the foreign corporation must be in- 
cluded in computing the deduction. (Opinion of the Attorney General 
to the State Tax Commission, Maryland CT, { .412.) 

MicuicaN—The State Board of Tax Administration has issued 
Rules and Regulations governing the administration of new Michigan 
Use Tax Law. (Michigan CT, page 473-151.) 












The Corporation Journal 


Some Important Matters for 
January and February 


This Calendar does not purport to be a complete calendar of all matters 
requiring attention by corporations in any given state. It is a condensed 
calendar of the more important requirements covered by the State Report and 
Tax Notification Bulletins of The Corporation Trust Compony. Attorneys inter- 


ested in being furnished with timely and complete information regarding all 

state requirements in any one or more states, including information regarding 

forms, practices and rulings, may obtain details from any office of The Corpora- 

tion Trust Company or € T Corporation System. 

AtasaMA—Annual Application for Permit to do Business due on or 
before February 1.—Domestic and Foreign Corporations. 

Report of Resident Stockholders and Bondholders due on 
or before February 1—Domestic and Foreign Corporations. 

Ataska—Annual Report due within 60 days from January 1.—Do- 
mestic and Foreign Corporations. 

ArxkaNnsas—Franchise Tax Report due on or before March 1.—Domes- 
tic and Foreign Corporations. 

CaLIFoRNIA—Quarterly Retail Sales Tax Return and Payment due on 
or before January 15.—Domestic and Foreign Corporations. 

Returns of Information at the Source and Return of Tax 
withheld at source due on or before February 15.—Domestic 
and Foreign Corporations. 

CoLtorapo—Returns of Information at the Source due on or before 
February 15.—Domestic and Foreign Corporations. 

Connecticut—Annual Report due on or before February 15 (if cor- 
poration was organized or qualified between January 1 and June 
30 of any previous year).—Domestic and Foreign Corporations. 

DeLtawarE—Annual Report due on or before first Tuesday in January. 
—Domestic Corporations. 

District oF CoLtumB1a—Annual Report due between January 1 and 
January 20.—Domestic Corporations. 

DoMINION oF CanaDA—Returns of Information at the Source due on 
or before February 28.—Domestic and Foreign Corporations. 

[LL1no1is—Annual Report due between January 15 and February 28.— 
Domestic and Foreign Corporations. 

InpIANA—Gross Income Tax Return and Payment due on or before 
January 31.—Domestic and Foreign Corporations. 

Annual Report and License Fee of foreign finance com- 
panies due February 1.—Foreign Corporations engaged in the 
business of financing sales. 

Returns of Information at the Source due on before Janu- 
ary 31.—Domestic and Foreign Corporations. 

Returns of Withholding at the Source due on or before 
January 31—Domestic and Foreign Corporations. 

lowa—Quarterly Retail Sales Tax Return and Payment due on or 
before January 20.—Domestic and Foreign Corporations. 

Kansas—Returns of Information at the Source due on or before March 

1.—Domestic and Foreign Corporations. 
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Kentucky—Annual Report due on or before February 1.—Domestic 
and Foreign Corporations. 

Loutstana—Annual Report due on or before February 1—Domestic 
Corporations. 

Capital Stock Statement due on or before March 1.—For- 
eign Corporations. 

Matne—Annual License Fee due on or before March 1.—Foreign 
Corporations. 

Marytanp—Returns of Information at the Source and Returns of 
Withholding due on or before February 15.—Domestic and For- 
eign Corporations. 

Massacuusetts—Returns of Information at the Source due on or be- 
fore March 1—Domestic and Foreign Corporations. 

Minnesotra—Annual Report due between January 1 and April 1.— 
Foreign Corporations. 

Returns of Information at the Source due on or before 
March 1.—Domestic and Foreign Corporations. 

Missouri—Returns of Information at the Source due on or before 
March 1.—Domestic and Foreign Corporations. 

Annual Franchise Tax Report due on or before March 1.— 
Domestic and Foreign Corporations. 
Montana—Annual Report of Capital employed due between January 
ne _ 1.—Foreign Corporations qualified after February 
Annual Return of Net Income due on or before March 1.— 
Domestic and Foreign Corporations. 
Annual Report due on or before March 1.—Domestic and 
Foreign Corporations. 

New Jersey—Annual Franchise Tax Return due on or before the first 
Tuesday in February—Domestic Corporations. 

New Yorx—Annual Franchise Tax Report and Tax of Real Estate 
and Holding Corporations due between January 1 and March 1. 
—Domestic and Foreign Real Estate and Holding Corpora- 
tions. Forms 41 C. T. and 42 C. T., Art. 9 of the Tax Law. 

Returns of Information at the Source and Returns of Tax 
Withheld at the Source due on or before February 15.—Domes- 
tic and Foreign Corporations. 

Norta Daxota—Quarterly Retail Sales Tax Return and Payment due 
on or before January 20.—Domestic and Foreign Corporations. 

Certificate of Authority required to be obtained before 
March 1.—Foreign Corporations. 

Oxn1o—Report to Department of Industrial Relations due during Janu- 
ary.—Domestic and Foreign Corporations employing three or 
more persons in Ohio. 

Retail Sales Tax Return and Vendors’ Excise Tax due on 
or before January 15.—Domestic and Foreign Corporations. 

Oxtanoma—Returns of Information at the Source due on or before 
February 15.—Domestic and Foreign Corporations. 
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Orecon—Returns of Information at the Source due on or before Feb- 
ruary 15.—Domestic and Foreign Corporations. 
PENNSYLVANIA—Report of Unclaimed Dividends, Credits, etc., due in 
January——Domestic Corporations. 
Ruope IsLanD—Annual Report due during February —Domestic and 
Foreign Corporations. 
Corporation Tax Returns due on or before March 1.—Do- 
mestic and Foreign Corporations. 
SoutH Carotrna—Annual Statement due on or before January 31.— 
Foreign Corporations. 
Annual License Tax Report due during February.—Domes- 
tic and Foreign Corporations. 
Souta Daxota—Annual Capital Stock Report due before March 1.— 
Foreign Corporations. 

Unitep States—Returns of Information at the Source due on or be- 
fore February 15.—Domestic and Foreign Corporations. 
Utan—Returns of Information at the Source due on or before Febru- 

ary 15.—Domestic and Foreign Corporations. 
VerMonT—List of Stockholders due on or before January 31.—Do- 
mestic and Foreign Corporations. 
Returns of Information at the Source due on or before 
February 15.—Domestic and Foreign Corporations. 
Annual Report due on or before March 1.—Domestic Cor- 
porations. 
Annual License Tax Return and Payment due on or before 
March 1.—Domestic and Foreign Corporations. 
Vircinta—Annual Registration Fee due on or before March 1.—Do- 
mestic and Foreign Corporations. 
Annual Franchise Tax due on or before March 1.—Domes- 
tic Corporations. 
West Vircrn1a—Gross Sales Tax Return and Payment due on or be- 
fore January 30.—Domestic and Foreign Corporations. 
eturns of Information at the Source due on or before 
March 15.—Domestic and Foreign Corporations. 
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The Corporation Trust Company’s 
Supplementary Literature 


In qeanection pee its aie oes activities The Cospereiee | Trust c 
publishes lowin le pamphiets and 

will be sent say a to readers of The ao 45 

The Corporation Trust Company, 120 Broadway, on York, N. Y. 


What! We Need a Transfer t? Nonsense! The foregoing is the 
title of a pamphlet which describes in detail, with many illustra- 
the exact steps through which a stock certificate being transferred 
by an cnanier agent—purpose being 
to enable any corporation official to judge more accurately whether or ot bie 
own company should use the services of a transfer agent. 


Judgment by Default. Gives the gist of Michi Supreme Court case 
of Rarden v. Baker and similar cases in other states, showing how 
corporations qualified as foreign in any states their business 


as corporate representatives are 
other suits. 


A Corporation’s Achilles Heel. Containing the complete text of the 


opinion of the Supreme Court of the United States in State of 
Washington.cof the ; Pe = 
and of the of Mi 

decisions of great significance to attorneys of 


more states. 


Delaware Corporations. Presents in convenient form a digest of the 
Delaware corporation law, its advantages for business corpora- 
tions, 


attract > Son Cat Sines Guat, cot 0 Sak Ce 
irements, procedure and of 
requir P ee Speggeten, compiedy 


ap amine of 1937. 
New Deal Laws of Importance to Corporations. Contains complete 
text of Securities Act of 1933 as amended by Title ot of the Se 
‘Act of 1934 c original act 


Bankruptcy 


Law. eciea first, the eleven-word amend- 
ment approved June 18, 1934 L fo the geen 22 qmendnent to the 
Bankruptcy Act rs 


tcy hlet New Deal 
Laws described ); second, + for reorgani- 
zation 


under s ew provisions; 
new provisions for » copantmnant ‘$a te aa sought). 


The "High Cost of Whistles for Corporations. Benjamin Franklin's 
classic, “The Whistle,” here is shown, by the fecisions i in actual court 
cases, to have a very pointed application to some of the policies of some business 
corporations of our own day. A cintecn-pege pamplin for beth lapmen ont 


Special Report. The Case Against Corporate Representation by Busi- 
ness E mployes. Specific experiences of different corporations 
ing by untrained ‘corporate representatives of ‘uch matters 
Tervice of process, notices of taxes filing of corporation reports, etc. 
What Constitutes Doing Business. (Revised to September 1, 1937.) 
A A lee page book containin - i brief digests of decisions selected from 
¢ various s what is construed in each sta’ —_ as‘ 


Th 2S aaaenaan te state, but a Table of Cases and 
The digo ae arrang ake ue oan o There is 
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Employers, Employees, and the Law... 


THE NEW IMPROVED 
CCH LABOR LAW SERVICE 


COMPLETE ONE-VOLUME COVERAGE 


Non-Technical Explanation of Laws and Regulations——A complete, 
accurate, up-to-date guide upon labor law problems. Gives the 
factual bac ground essential for understanding the law today, ° 
its probable trends, future developments. 


Federal Laws.—Current federal labor laws: National Labor Rela- 
tions Act, Anti-Injunction, Walsh-Healey, Davis-Bacon and 
other federal Acts. 


State Laws—State Labor Relations Acts, Mediation, Hour and 


Wage, Industrial Home Work, Wage Payment, Wage Assign- 
ment iaws, etc. 


Board Decisions—All National Labor Relations Board decisions 

accurately and quickly reported in full digest. A separate divi- 

. sion of the Service includes Board rules of procedure and 
practice, and national and regional board personnel. 


Court ay ge new Court decisions on federal and 
state labor laws: Supreme Court, Federal District and 
Circuit Courts of Appeal; State Supreme and Appellate Courts. 


Loose Leaf—Always Up-to-date-—New developments, new Board and 
Court decisions, new rulings, new laws and amendments, and 
other changes rapidly reported, loose leaf, to keep your ‘facts 
and information always up-to-the-minute. Comnghase indexes, 
tables, and tab guides facilitate quick reference to any point. 


GRDER FORM =" oe ee we 


Commerce Clearing House, Inc. 
205 W. Monroe St. 


Send us on approval, for 10 days’ free use and inspection your 
new, improved CCH LABOR LAW SERVICE. If we retain it after 
the trial period, you are to keep it up-to-date as checked below: 


O For 12 months—$35 
O For 24 months—$30 per year 
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Are 

its 
roots 
sound? 


For good times, good busi- 
ness. For good business, 
good management. For good 
management, a sound work- 
able corporate structure. 

Now corporate structure 
is as sound as its roots and 
no sounder—and its roots 
are first, its charter and sec- 
ond, its legal standing in the 
state of organization. 

So experienced corpora- 
tion attorneys like their clients 
to have C T representation 


in the state of organization. 


That is the case, not merel 
in D ted a tates ney 


but even in 
those-states where the cor- 
poration has its business 
headquarters. For the sound, 
careful corporate  repre- 
sentation rendered by The 
Corporation Trust Company, 
C T Corporation System 
and associated companies— 
in any state or territory of 
the United States or in any 
province of Canada—guards 
against those oversights and 
delinquencies into which 
busy management often un- 
wittingly falls, and which 
have power to cause vulner- 
able spots in the corporate 
structure. 


© FE CORRORATION SYSTEM: 


Albany, N. Y.. Se State Gas 
Atlante. 67 Fouts ot N. W. 
Baltimore. Md., 10 Light Street 
Boston, 10 Post Office Office Square 

Buffalo. N. Y.. ae ate Set 


. 208 South La Salle 
Cincinnati, 441 Vine Street 
Oleveland. = Euclid Avenue 


Dallas. Tex.. Main Street 
Detroit, 719 Griswold Street 
Dover. Del.. 30 


ver, Dover Green 
Jersey Oity. 15 Exchange Place 


Street 
Francisco,220Montgom’ y8t. 
Seattle. 821 Second Avenue 
Bukinston ise soe SW 
Wilmington. 100 West i0th St. 












